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INDEPENDENT AUDITOE'S BREPORT

village Council
Village of Colon, Michigan

we have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Village of
Colon, Michigan, as of and for the year ended March 31, 2008, whi
collectively comprise the Village’s basic financial statemsnts as
listed in the tahlie contents These financial statements are tChe
respoagibili £ Village of Colon management. Our regponsibilircy
is Lo express on these financial statements based on our
aundit.

We comducted our audic in accordance with audicing standards generally
accepted in the United States of America and the standards applicable
to financial audits contalined in Sovernment Auditing Standards, issued
by the Comptreilsr General of the United States. Those standards
regquire that we plan and perform the audibt to obtain reasonable
assurance about whether the financial statements are free cf material
migatatement. An audit includes examining, on a test basis, evidence
supporting the ampunts and disclosures in the financizl statements.
A audit alsc includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the
owerall financial statement presentation. We believe that our awdil
provides a reasonable basis for cur opinions.

In our opinion, the financial statements referred to above present
fairly, in all macerial respects, the regpectlive financial positien
of the governmental activities, the business-fype agtivities, each
major fund, and the aggregafte remaining fund information of
¥illage of Colan, Michigan, as of March 31, 2008, and the
changes in financial position and cash
therecof for the year then endoed i
principles generally aceepted in the U

the

tLo&n, wheve icable

i
it

management 's discussion and snalysis and pudgetary comparin
editles, as identified in the table of contents, are not a require
part of the bas:c finanrial statements but are supplemenbary
infermation reguired by the Governmencal accounting Standards Board.
We have applied certain limited procedures, which consisted
principally of inguiries of management regarding the methods of
measurement and presentation  of  the required supplementary
information. However, we did not audit the information and expresa
no opiaien on it.

In accordance with Government Auditing Standards, we have alse i1ssued
cuy report dated July 21, 2008, on our consideratbion of the Village
of Celon internal control over financial reporting and cour tests aof
its compliance with certain provisicons of laws, regulaticns,
contracts, and grant agreements and ather matters. The purpose of
rhat report is to describe the scope of our testing of incesnal
control over the financial reporting and compliance and the results
of that testing and not to provide an opinion on the internal contraol
over financial reporting or on compliance. Thal report is an integral
part of the audit performed in accordance with Govermmen! Auditing
Standards and should be considered in conjunction with this report in

considering rhe vesults of our auvdir.
’
/««4nn-n—. “ lqcz'
: Vg

July 231, 2065




VILLAGE OF COLON

MANAGEMENT”S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Village of Colon financial performance
provides an overview of the Village’s financial activities for the fiscal
year ended March 31, 2008. Please read i1t iIn conjunction with the
Village’s financial statements.

Financial Highlights

The Village’s overall financial position decreased by $15,951 during the
fiscal year ended March 31, 2008, which represents 0.5 percent of the net
asset position at the beginning of the year. Included in the Village’s
total net assets of $3,381,548 are the Sewer Disposal System Fund net
assets of $1,376,261 and the Water Supply System Fund net assets of
$1,422,510. The Sewage Disposal System’s net assets decreased by $183,186
and the Water Supply System®"s net assets increased by $72,854. The net
asset decrease and net asset increase were primarily the result of a
transfer of $102,154 from the Sewer Fund to the Water Fund.

The Village’s Governmental Funds reflected a total fund balance at March
31, 2008 of $377,466, which was an increase of $67,571 from the prior year
end. Included in this increase was the General Fund which reflected an
increase of $76,733 and the Major Street and Local Street Funds which
reflected a combined decrease of $9,162.

The total Governmental Fund expenditures for the year ended March 31, 2008,
amounted to $662,377, of which $242,230 (37 percent) was for public works;
$322,415 (49 percent) was for public safety; and $73,466 (11 percent) was
for general government.

Using This Annual Report

This annual report consists of a series of financial statements. The
statement of net assets and the statement of activities provide information
about the activities of the Village as a whole and present a longer-term
view of the Village’s finances. This longer-term view uses the accrual
basis of accounting so that it can measure the cost of providing services
during the current year, and whether the taxpayers have funded the full
cost of providing government services.

The Fund financial statements present a short-term view; they tell us how
the taxpayers® resources were spent during the year, as well as how much is
available for future spending. Fund financial statements also report the
Village’s operations in more detail than the government-wide financial
statements by providing information about the Village’s most significant
funds.



VILLAGE OF COLON

MANAGEMENT”S DISCUSSION AND ANALYSIS

The Village as a Whole

The following table shows, In a condensed format, the net assets as of the
current year end and compared to the prior year end under the modified
accrual basis of accounting:

(dollars presented in thousands)

Governmental Enterprise
Funds Funds
2008 2007 2008 2007
Assets $ 448 $ 355 $ 4.973 $ 5,233
Liabilities 71 45 2,174 2,324
Fund Equity
Invested in capital
assets, net of
related debt - - 2,351 2,446
Retained Earnings
Restricted - - 66 66
Unreserved - - 382 397
Fund Balances
Reserved 89 93 - -
Unreserved 288 217 - -
Total Fund
Equity $ 377 $ 310 $ 2.799 $ 2.909



VILLAGE OF COLON
MANAGEMENT*®S DISCUSSION AND ANALYSIS
The following table shows, in a condensed format, the net assets as of the
current year end and compared to the prior year end as required by GASB 34

stated under the full accrual basis.

(dollars presented in thousands)

Governmental Business-Type
Activities Activities
2008 2007 2008 2007
Current and other assets $ 604 $ 485 $ 518 $ 484
Capital assets 128 132 4,455 4,644
Total assets 732 617 4,973 5,128
Long-term debt outstanding 78 88 2,104 2,199
Other liabilities 71 41 70 20
Total liabilities 149 129 2,174 2,219
Net assets
Invested iIn capital assets,
net of related debt 50 44 2,351 2,446
Restricted 181 194 66 66
Unrestricted 352 250 382 397
Total net assets $ 583 $ 488 $ 2.799 $ 2.909




VILLAGE OF COLON
MANAGEMENT*®S DISCUSSION AND ANALYSIS
The following table shows the changes of the net assets during the current
year as compared to the prior year, under the modified accrual basis of

accounting:

(dollars presented in thousands)

Governmental Enterprise
Funds Funds
2008 2007 2008 2007
Revenue
Taxes $ 420 $ 366 $ - $ -
Licenses and permits 10 9 - -
State grants 215 218 - -
Charges for services 59 52 450 390
Fines and forfeitures 4 6 - -
Rents - - 22 22
Interest 5 5 9 9
Other 17 26 26 12
Total revenue 730 682 507 433
Program expenses
General government 73 74 - -
Public safety 323 294 - -
Public works 242 283 - -
Health and welfare 7 7 - -
Recreation and cultural 3 2 - -
Debt service 14 13 - -
Sewer system - - 165 120
Water system - - 101 89
Depreciation - - 276 245
Interest expense - - 75 78
Total expenses 662 673 617 532
Excess (deficiency) $ 68 $ 9 % (110)$ (99)




VILLAGE OF COLON
MANAGEMENT*®S DISCUSSION AND ANALYSIS
The following table shows, in a condensed format, the changes in net assets
during the current year as compared to the prior year as required by GASB

34 stated under the full accrual basis of accounting.

(dollars presented in thousands)

Governmental Business-Type
Activities Activities
Revenues
2008 2007 2008 2007
Program revenues
Charges for services $ 74 $ 67 $ 450 $ 390
Operating grants and contributions 101 104 - -
Capital grants and contributions - - 17 -
General revenues
Property taxes 420 366 - -
State shared revenues 117 119 - -
Unrestricted investment earnings 6 6 9 9
Miscel laneous 13 23 31 34
Total revenues 731 685 507 433
Expenses
General government 74 74 - -
Public safety 306 298 - -
Public works 242 283 - -
Health and welfare 7 7 - -
Recreation and cultural 3 2 - -
Debt service 5 4 - -
Sewer system - - 256 211
Water system - - 361 321
Total expenses 637 668 617 532
Change in net assets $ 94 $ 17 $ (110) $ (99)

The Village’s Funds

Our analysis of the Village’s major funds begins on page 10, following the
government-wide Tfinancial statements. The fund Tfinancial statements
provide detail information about the most significant funds, not the
Village as a whole. Major funds for the fiscal year ended March 31, 2008
include the General Fund and the Major Street and Local Street Funds.

The General fund pays for most of the Village’s governmental services. The
primary services include police protection services and administrative
services related to general operations that support the primary services.
The General Fund i1s funded primarily by property taxes and state shared
revenues.



VILLAGE OF COLON

MANAGEMENT®S DISCUSSION AND ANALYSIS

General Fund Budgetary Highlights

As shown 1n the required supplemental information, the Village budgeted an
increase of 40,535 in the original budget and an increase of $79,399 in the
amended budget. Actual operating results ended up as an increase of
$76,733.

The original budget was amended to reflect a decrease iIn expenditures of
$17,701.

The actual results ended the fiscal year within $2,666 compared to the
amended budget.

Capital Assets and Debt Administration

During the year ended March 31, 2008, the total capital assets of the
Village increased by $22,681 for motor vehicle equipment and $86,396 for
water system improvements which was paid for with operating funds. The
capital assets of the Village decreased by $22,113 for the disposal of
motor vehicle equipment, $10,425 for sewer system disposals and $117,865
for water system disposals.

During the year ended March 31, 2008, the total debt obligations of the
Village decreased by principal payments of $104,409. Total debt
obligations at March 31, 2008 amounted to $2,182,304.

Contacting the Village’s Management

This fTinancial report is iIntended to provide our citizens, taxpayers,
customers, and iInvestors with a general overview of the Village’s finances
and to show the Village’s accountability for the money it receives. |If you
have questions about this report or need additional information, we welcome
you to contact the Village office.
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ASSETS
Cash and i1nvestments
Receivables, net
Internal balances
Prepaid and other assets
Restricted assets
Capital assets - net
Total assets
LIABILITIES
Accounts payable
Accrued and other
liabilities
Debt obligations:
Due within one year
Due i1n more than one year

Total liabilities

NET ASSETS
Invested In capital assets,
net of related debt
Restricted:
Debt service
Water system maintenance
Road maintenance
Other purposes
Unrestricted

Total net assets

VILLAGE OF COLON
STATEMENT OF NET ASSETS
MARCH 31, 2008

Primary Government

Business
Governmental Type
Activities Activities Total

$ 512,713 $ 344,002 $ 856,715
72,373 58,902 131,275

6,971 (6,971) -
11,789 5,194 16,983
- 66,573 66,573
128,365 4,454,228 4,582,593
732,211 4,921,928 5,654,139
69,505 - 69,505
1,280 19,502 20,782
9,995 95,000 104,995
68.654 2,008,655 2.077.309
149,434 2.123,157 2.272,591
49,716 2,350,573 2,400,289
- 18,908 18,908
- 47,665 47,665
177,205 - 177,205
3,922 - 3,922
351.934 381.625 733,559
$ 582,777 $ 2,798,771 3.381.548

See accompanying notes to financial statements



VILLAGE OF COLON

STATEMENT OF ACTIVITIES

Functions/Programs

MARCH 31, 2008

Program Revenues

Charges Operating Capital
for Grants and Grants and
Expenses Services Contributions Contributions

Primary government
Governmental activities:

General government $ 73,538 $ 59,427 $ - $ -
Public safety 306,124 9,921 1,429 -
Public works 242,230 4,479 100,019 -
Health and welfare 6,864 - - -
Recreation and cultural 3,096 - - -
Interest on long-term debt 4,897 - - -
Total governmental
activities 636,749 73,827 101,448 -
Business-type activities:
Sanitary sewer 255,645 154,652 - -
Water 361,538 295,702 - 16,596
Total business-type
activities 617,183 450,354 - 16.596
Total primary
government $ 1,253,932 $ 524,181 $ 101.448 $ 16,596

General revenues:
Property taxes
State shared revenues
Unrestricted investment earnings
Miscel laneous
Total general revenues
CHANGE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to the financial statements



Net (Expense) Revenue and Changes in Net Assets

Primary Government

Business
Governmental Type
Activities Activities Total
$ (14,111) % - $ (14,111)
(294,774) - (294,774)
(137,732) - (137,732)
(6,864) - (6,864)
(3,096) - (3,096)
(4.897) - (4.897)
(461,474) - (461,474)
- (100,993) (100,993)
- (49,240) (49,240)
- (150,233) (150,233)
(461,474) (150,233) (611,707)
419,597 - 419,597
117,172 - 117,172
5,958 9,273 15,231
13,128 30.628 43,756
555,855 39,901 595,756
94,381 (110,332) (15,951)
488,396 2.909.,103 3.397.499

$ 582,777

$ 2,798,771 $ 3,381,548



FUND FINANCIAL STATEMENTS



ASSETS

Cash and cash equivalents

Accounts receivable

Due from other
governmental units

Due from other funds

Prepaid expenditures

Total assets

LIABILITIES AND FUND BALANCE
LIABILITIES

Accounts payable

Accrued liabilities

Due to other funds

Total liabilities

FUND BALANCE

Reserved for police training
Reserved for drug enforcement
Reserved for road maintenance

Unreserved, undesignated
Total fund balance

Total liabilities
and fund balance

VILLAGE OF COLON

GOVERNMENTAL FUNDS
BALANCE SHEET
MARCH 31, 2008

Major Local Total

General Street Street Governmental

Fund Fund Fund Funds
$ 300,738 $ 39,225 $ 19,853 $ 359,816
905 265 - 1,170
38,519 11,562 21,122 71,203
8,022 - - 8,022
7.692 174 174 8.040
$ 355.876 $ 51.226 $ 41,149 $ 448,251
$ 69,505 $ - $ - $ 69,505
1,180 - 100 1,280
70,685 - 100 70,785
893 - - 893
3,029 - - 3,029
84,930 - - 84,930
196.339 51.226 41,049 288,614
285,191 51.226 41.049 377.466
$ 355.876 $ 51.226 $ 41.149 $ 448,251

See accompanying notes to financial statements

- 10 -



VILLAGE OF COLON
GOVERNMENTAL FUNDS
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
MARCH 31, 2008

Total governmental fund balances $

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used iIn governmental activities
are not financial resources and therefore are
not reported in the funds.

Governmental capital assets $ 171,923
Less accumulated depreciation (65.727)

Certain liabilities are not due and payable in
the current period and therefore are not
reported in the funds.

Notes payable

Internal service funds are used by management

to charge the costs of certain activities to
individual funds. The assets and liabilities
of the internal service funds are reported with
governmental activities.

Net assets of the internal service funds

377,466

106,196

(78,649)

177,764

Net assets of governmental activities $

582,777

See accompanying notes to financial statements

- 11 -



VILLAGE OF COLON

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND
IN FUND BALANCES
YEAR ENDED MARCH 31, 2008

CHANGES

Major Local Total
General Street Street Governmental
Fund Fund Fund Funds

REVENUE

Taxes $ 392,880 $ - $ 26,717 $ 419,597

Licenses and permits 9,921 - - 9,921

State grants 118,601 65,546 31,121 215,268

Charges for services 59,427 - - 59,427

Fines and forfeitures 4,479 - - 4,479

Interest 4,073 565 138 4,776

Other 4,949 6,420 5,111 16,480

Total revenue 594,330 72,531 63,087 729,948

EXPENDITURES

Legislative 21,638 - - 21,638

General government 51,828 - - 51,828

Public safety 322,415 - - 322,415

Public works 97,450 52,966 91,814 242,230

Health and welfare 6,864 - - 6,864

Recreation and cultural 3,096 - - 3,096

Debt service 14,306 - - 14,306

Total expenditures 517,597 52,966 91,814 662,377
EXCESS (DEFICIENCY) OF

REVENUE OVER EXPENDITURES 76,733 19,565 (28,727) 67,571
OTHER FINANCING SOURCES (USES)

Transfers from other funds - - 15,000 15,000

Transfers to other funds - (15.000) - (15.,000)

Total other financing

sources (uses) - (15,000) 15.000 -

EXCESS (DEFICIENCY) OF
REVENUE AND OTHER SOURCES OVER

EXPENDITURES AND OTHER USES 76,733 4,565 (13,727) 67,571
FUND BALANCE -

BEGINNING OF YEAR 208,458 46,661 54.776 309,895

FUND BALANCE -
END OF YEAR

See accompanying notes to financial statements

- 12 -

$ 285,191 $ 51.226 $ 41.049 $ 377,466



VILLAGE OF COLON
GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED MARCH 31, 2008

Net change i1n fund balances - total governmental funds $ 67,571
Amounts reported for governmental activities in the
statement of activities are different because:
Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is depreciated over their estimated useful lives.
Expenditures for capital assets 22,681
Depreciation expense (10,066)
Loan proceeds provide current financial resources to
governmental funds iIn the period issued, but issuing debt
increases long-term liabilities in the statement of net
assets. Repayment of loan principal 1s an expenditure in
the governmental funds, but the repayment reduces long-
term liabilities In the statement of assets.
Proceeds from debt obligations -
Principal payments on debt obligations 9,409
Internal service funds are used by management to charge
the cost of certain services to individual governmental
and business-type funds. The net revenue (expense) of
the iInternal service funds are allocated to governmental
and business-type activities.
Net change from internal service funds related to
governmental activities 4,786
Change 1n net assets of governmental activities $ 94,381

See accompanying notes to financial statements

- 13 -



VILLAGE OF COLON
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
MARCH 31, 2008

Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
ASSETS
CURRENT ASSETS
Cash $ 185,661 $ 17,283 $% 202,944 $ 152,897
Investments 141,058 - 141,058 -
Accounts receivable 22,648 36,254 58,902 -
Due from other funds 44,073 - 44,073 -
Prepaid and other assets 3,100 2,094 5,194 3,749
Total current assets 396,540 55,631 452,171 156,646
NONCURRENT ASSETS
Restricted assets - 66,573 66,573 -
Capital assets, net of
depreciation 986,794 3.467.434 4,454,228 22,169
Total noncurrent assets 986,794 3.534,007 4,520,801 22.169
Total assets 1,383,334 3,589,638 4,972,972 178,815
LIABILITIES
CURRENT LIABILITIES
Current portion of
long-term debt - 95,000 95,000 -
Accounts payable - - - -
Accrued and other liabilities 102 19,400 19,502 -
Due to other funds 6.971 44,073 51,044 1.051
Total current liabilities 7,073 158,473 165,546 1,051
NONCURRENT LIABILITIES
Long-term debt, net of
current portion - 2,008,655 2,008,655 -
Total liabilities 7,073 2,167,128 2,174,201 1,051
NET ASSETS
Invested iIn capital assets,
net of related debt 986,794 1,363,779 2,350,573 22,169
Restricted for maintenance
and repair - 47,665 47,665 -
Restricted for debt service - 18,908 18,908 -
Unrestricted 389,467 (7.842) 381,625 155,595
Total net assets $1.376.261 $1.422.510 $2.798.771$ 177.764

See accompanying notes to financial statements
- 14 -



VILLAGE OF COLON
PROPRIETARY FUNDS

STATEMENT OF REVENUE, EXPENSES,

AND CHANGES

IN NET ASSETS

YEAR ENDED MARCH 31, 2008

OPERATING REVENUE
Charges for services

OPERATING EXPENSES
Operating and administrative
Depreciation
Total operating expenses

OPERATING INCOME (LOSS)

NONOPERATING REVENUE (EXPENSES)

Rental 1ncome
Investment income
Other revenue
Interest expense

Total nonoperating
revenue (expense)

INCOME (LOSS) BEFORE
CONTRIBUTIONS AND TRANSFERS

OTHER FINANCING SOURCES (USES)
Transfers from other funds
Transfers to other funds

CAPITAL CONTRIBUTIONS

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - ENDING OF YEAR

See accompanying notes to financial statements

- 15 -

Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
$ 154,652 % 295,702 $ 450,354% 77,985
165,154 100,549 265,703 58,468
90,491 186,198 276.689 15,913
255,645 286,747 542,392 74,381
(100,993) 8,955 (92,038) 3,604
8,000 13,755 21,755 -
8,261 1,012 9,273 1,182
3,700 5,173 8,873 -
- (74.791) (74.791) -
19,961 (54.851) (34.890) 1,182
(81,032) (45,896) (126,928) -
- 102,154 102,154 -
(102,154) - (102,154) -
- 16,596 16,596 -
(183,186) 72,854 (110,332) 4,786
1,559,447 1,349,656 2,909,103 172,978
$1.376.261 $1.422,510 $2.798,771 $ 177,764




VILLAGE OF COLON
PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2008

Sewage Water Motor Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
Cash flows from operating
activities
Receipts from customers $ 156,072 $ 292,910 % 448,982 $ -
Receipts for internal
services - - - 77,985
Payments to employees
and suppliers (102.,374) (159.,450) (261.,824) (53.307)
Net cash provided (used)
by operating activities 53,698 133,460 187,158 24,678
Cash flows from non-capital
financing activities
Other receipts 12,000 18,929 30,929 -
Transfers from (to)
other funds (102,154) 102,154 - -
Net cash provided (used)
by non-capital financing
activities (90,154) 121,083 30,929 -
Cash flows from capital and
related financing activities
Principal paid on debt - (95,000) (95,000) -
Interest paid on debt - (75,048) (75,048) -
Acquisition of capital assets - (86,396) (86,396) -
Receipt of capital grant - 16,596 16,596 -
Net cash provided (used)
by capital and related
financing activities - (239,848) (239,848) -
Cash flows from investing activities
Interest received on
investments 8,261 1,012 9,273 1,182
Purchase of investment (5.525) - (5.525) -
Net cash provided (used)
by iInvesting activities 2,736 1.012 3,748 1,182
Net increase (decrease)
in cash (33,720) 15,707 (18,013) 25,860
Cash and Cash Equivalents -
Beginning of Year 219,381 68,149 287,530 127,037
Cash and Cash Equivalents -
End of Year $ 185,661 % 83.856$% 269,517 $ 152,897

See accompanying notes to financial statements
- 16 -



VILLAGE OF COLON
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS - Continued
YEAR ENDED MARCH 31, 2008

Motor
Sewage Water Pool
Disposal Supply Internal
System System Service
Fund Fund Total Fund
Reconciliation of operating
income (loss) to net cash
provided by (used for)
operating activities
Operating income (loss) $ (100,993) 8,955 % (91,810 3,604
Adjustments to reconcile
operating income (loss) to
net cash provided by (used
for) operating activities
Depreciation 90,491 186,198 276,461 15,913
(Increase) decrease in:
Accounts receivable 1,420 (2,792) (1,372) -
Other current assets 348 234 582 421
Due from other funds 58,081 12 58,093 6,705
Increase (decrease) in:
Accounts payable - - - -
Accrued liabilities (390) (302) (692) (189)
Due to other funds 4,741 (58.845) (54.104) (1,776)
Net cash provided by
(used for) operating
activities $ 53,6983% 133.460% 187,158 3% 24,678

See accompanying notes to financial statements
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Colon conform
to accounting principles generally accepted in the United States
of America (GAAP) as applicable to villages. GAAP includes all
relevant Governmental Accounting Standards Board (GASB)
pronouncements. In the government-wide financial statements and
the fund financial statements for proprietary funds, Financial
Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30,
1989, have been applied unless those pronouncements conflict with
or contradict GASB pronouncements, in which case, GASB prevails.
For enterprise funds, GASB 20 and 34 provide the Village the
option of electing to apply FASB pronouncements issued after
November 30, 1989. The Village has elected not to apply those
pronouncements. The more significant accounting policies
establishing GAAP and used by the Village are discussed below.

Reporting Entity

The Village of Colon operates a Council-President form of
government and provides the following services as authorized by
its charter: public safety (police, fire and inspections),
highways and streets, sanitation, parks and recreation, public
improvements, planning and zoning, and general administrative
services.

As required by generally accepted accounting principles, GASB 14,
these Tinancial statements present the Village (the primary
government) and 1ts component units, entities for which the
Village is considered to be financially accountable. There are no
component units to be included in these financial statements.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Accounting - Government-Wide Financial Statements - The
statement of net assets and the statement of activities display
information about the Village as a whole. They include all
funds of the reporting entity except for fiduciary funds. These
statements distinguish between activities that are governmental
and those that are considered business-type activities. Internal
service fund activity is eliminated to avoid “doubling-up” revenues
and expenses.

The government-wide statements are prepared using the economic
resources measurement focus and the accrual basis of accounting.
This is the same approach used in preparation of the proprietary
fund financial statements but differs from the manner in which
the governmental fund financial statements are prepared.
Therefore, governmental fund financial statements iInclude a
reconciliation with brief explanations to better identify the
relationship between the government-wide statements and the
statements for governmental funds.

The government-wide statement of activities presents a comparison
between expenses, both direct and indirect, and program revenues
for each segment of the business-type activities of the Village
and for each governmental and component unit program. Direct
expenses are those that are specifically associated with a
service, program or department and are therefore clearly
identifiable to a particular function. Some functions, such as
administrative and financial services include expenses that are,
in essence, 1iIndirect expenses of other functions. Program
revenues include charges paid by the recipients of the goods or
services offered by the programs and grants and contributions
that are restricted to meeting the operational or capital
requirements of a particular program. Revenues which are not
classified as program revenues are presented as general revenues.
The comparison of program revenues and expenses identifies the
extent to which each program is self-financing or draws from the
general revenues of the Village.

Net assets should be reported as restricted when constraints
placed on net asset use are either externally 1iImposed by
creditors (such as  through debt covenants), grantors,
contributors or Blaws or regulations of other governments or
imposed by law through constitutional provisions or enabling
legislation. When both restricted and unrestricted resources are
available, 1t 1is the Villages policy to use restricted
resources FTirst, then unrestricted resources as they are needed.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Accounting - Fund Financial Statements - Fund financial
statements of the reporting entity are organized into funds, each
of which is considered to be a separate accounting entity. Each
fund iIs accounted for by providing a separate set of self-
balancing accounts that constitute i1ts assets, liabilities, fund

equity, revenues and expenditure/expenses. Funds are organized
into three major categories: governmental, proprietary and
fiduciary. The Tfocus of governmental and enterprise fund

financial statements is on major funds rather than reporting
funds by type. A fund is considered major i1f it is the primary
operating fund of the Village or meets the following criteria:

* Total assets, liabilities, revenues or expenditures/expenses
of that 1individual governmental or enterprise fund are at
least 10 percent of the corresponding total for all funds of
that category or type; and

* Total assets, liabilities, revenues or expenditures/expenses
of the individual governmental or enterprise fund are at least
5 percent of the corresponding total for all governmental and
enterprise funds combined.

* Any fund the Village elects to include as a major fund.

Each major fund i1s presented In a separate column. Non-major
funds are aggregated and presented in a single column.

The Village reports the following major funds:

General Fund - The general fund is the general operating fund
of the Village. The fund 1is used to account for all
financial transactions except those required to be accounted
for i1n another fund. Revenues are derived primarily from
property taxes, state shared revenues and charges for
services.

Special Revenue Funds

Major Street Fund - To account for gas and
weight tax allocations to the Village by the Michigan
Department of Transportation for construction and
maintenance of major streets within the Village.

Local Street Fund - To account for gas and weight tax
allocations to the Village by the Michigan Department of
Transportation for construction and maintenance of local
streets within the Village.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Enterprise Funds

Sewage Disposal System Fund - To account for user charges and
for operating expenses and debt service of the Village’s sewer
system.

Water Supply System Fund - To account for user charges and for
operating expenses and debt service of the Village®s water
system.

The following is a description of two major categories and
various fund types within those categories into which the funds
are grouped:

Governmental Fund - All governmental funds are accounted for
using modified accrual basis of accounting and the current
financial resources measurement focus. Under the modified
accrual basis of accounting, revenues are recognized iIn the
accounting period in which they become susceptible to accrual
(i.e., when they become both measurable and available).
Expenditures are recognized in the accounting period in which
the fund liability Is incurred, it measurable.

Revenue Recognition - '"Measurable™ means the amount of the
transaction can be determined and ‘available™ means
collectable within the current period or soon enough
thereafter to be used to pay liabilities of the current
period. The Village considers property taxes, special
assessments, licenses, iInterest revenue and charges for sales
and services as susceptible to accrual i1f the amount was due
on or before fiscal year end and collection was within one
year after year end except fTor property taxes TfTor which
collection must be within two months of year end.
Reimbursements due for state and federally funded projects are
accrued as revenue at the time the expenditures are made, or
when received in advance, deferred until expenditures are

made . All other revenue 1s recognized as payments are
received.

Expenditure Recognition - The measurement focus of
governmental accounting 1is on decreases in net Tinancial
resources (expenditures) rather than expenses. Most

expenditures are measurable and are recorded when the related
fund liability is incurred. However, principal and interest
on general long-term debt, which has not matured, are
recognized when paid. Allocation of costs, such as
depreciation and amortization, are not recognized 1In the
governmental funds.
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NOTE 1 -

VILLAGE OF COLON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The following is a description of the governmental fund types of
the Village:

General Fund - The general fund i1s the general operating fund

of the Village. The fund 1i1s used to account for all
financial transactions except those required to be accounted
for in another fund. Revenues are derived primarily from
property taxes, state shared revenues and charges for
services.

Special Revenue Funds - Special revenue funds are used to

account for the proceeds of specific revenue sources (other
than special assessments and major capital projects) requiring
separate accounting because of legal or regulatory provisions
or administrative action.

Proprietary Funds - All proprietary funds are accounted for
using the accrual basis of accounting. These funds account
for operations that are primarily financed by user charges.
The economic resource focus concerns determining costs as a
means of maintaining the capital iInvestment and management
control. Their revenues are recognized when they are earned
and their expenses are recognized when they are incurred.
Allocations of costs, such as depreciation, are recorded iIn
proprietary funds. Unbilled utility receivables are recorded
at year end.

Proprietary funds distinguish operating revenues and expenses
from nonoperating 1items. Operating revenues and expenses
generally result from providing services and producing and
delivering goods 1in connection with a proprietary fTund®s
principal ongoing operations. The principal operating
revenues of the Village®s enterprise funds are charges to
customers for sales and services. The water and sewer funds
also recognize as operating revenue the portion of tap fees
intended to recover the cost of connecting new customers to
the system. Operating expenses include the cost of sales and
services, administrative costs and depreciation on capital
assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The following i1s a description of the proprietary fund types of
the Village:

Enterprise Funds - Enterprise fTunds report operations that
provide services which are financed primarily by user charges,
or activities where periodic measurement of net 1income 1is
appropriate for capital maintenance, public policy, management
control or other purposes.

Internal Service Funds - Internal service funds are used to record
the financing of goods or services provided by the Village to other
departments and funds or to other governmental units on a cost
reimbursement basis.

Budgets and Budgetary Accounting - Budgets are adopted on a
basis consistent with generally accepted accounting principles.
Annual appropriated budgets are legally adopted for the general
and special revenue funds. The Village adopts its budget in
accordance with Public Act 621, the Uniform Budgeting and
Accounting Act, which mandates an annual budget process and an
annual appropriation act to implement the budget. The Village
follows these procedures 1iIn establishing the budgetary data
reflected in the financial statements:

* On or about February 1, the Village President submits to the
Village Council a proposed operating budget for the fiscal
year commencing the Tfollowing April 1. The operating
budget includes proposed expenditures and the means of
financing them.

* Public hearings are conducted to obtain taxpayer comments.

* On or about April 1, the budget i1s legally enacted through
passage of resolution.

* The Village President 1is authorized to transfer budgeted
amounts within departments.

* The budget for the general fund and special revenue funds are
adopted on a basis consistent with generally accepted
accounting principles.

* Appropriations for the general fund and special revenue funds
lapse at the end of the fiscal year.

* Budgeted amounts are as originally adopted or as amended by
the Village Council.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Deposits and Investments - Statutes authorize the primary
government and component units to invest in the following:

* In bonds, securities and other obligations of the United
States or agency or instrumentality of the United States.

* In certificates of deposit, savings accounts, deposit
accounts or depository receipts of a bank which iIs a member
of the Federal Deposit Insurance Corporation, a saving and
loan association which iIs a member of the Federal Savings and
Loan Insurance Corporation or a credit union which is insured
by the National Credit Union Administration.

* In commercial paper rated at the time of purchase within the
two highest classifications established by not less than two
standard rating services and which matures not more than 270
days after the date of purchase.

* In United States government of federal agency obligation
repurchase agreements.

* In banker®s acceptances of United States banks.

* In obligations of this state or any of 1its political
subdivisions that at the time of purchase are rated as
investment grade by not Iless than one standard rating
service.

* In mutual funds composed of i1nvestment vehicles which are
legal for direct investment by local units of government in
Michigan.

Cash and cash equivalents include cash on hand, demand deposits,
and short-term investments with a maturity of three months or
less when acquired. Investments are stated at fair value.

Receivables and Payables - Activity between funds that are
representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as "advances to/from
other funds.™ All other outstanding balances between funds are
reported as "due to/due from other funds." Any residual
balances outstanding between the governmental activities and
the business-type activities are reported in the government-
wide financial statements as "internal balances™.

All trade and property tax receivables are shown as net of
allowance for uncollectible amounts.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Prepaid Items - Certain payments to vendors reflect costs
applicable to future accounting periods and are recorded as
prepaid items.

Capital Assets and Depreciation - Capital assets, which include
property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar items), are reported 1iIn
the applicable governmental or business-type activities columns
in the government-wide Tfinancial statements. Capital assets
are defined by the Village as assets with an initial,
individual cost of more than $5,000 and an estimated useful
life In excess of fTive years. Such assets are recorded at
historical cost or estimated historical cost of purchase or
construction. Contributed assets are recorded at estimated
fair market value at the date of donation. Additions,
improvements and other capital outlays that significantly
extend the useful life of an asset are also capitalized. Other
costs incurred for repairs and maintenance are expensed as
incurred. Depreciation on all assets 1is provided on the
straight-line basis over the following estimated useful lives:

Depreciable
Life-Years

Land improvements 15-40
Streets 15-20
utility systems 30-50
Buildings and improvements 15-50
Machinery and equipment 5-20
Vehicles 2-7

Furniture and other 3-7

Long-Term Obligations - In the government-wide financial

statements and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are
reported as liabilities 1n the applicable governmental
activities, business-type activities or proprietary fund type
statement of net assets. Bond premiums and discounts, as well
as iIssuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized
over the term of the related debt.
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NOTE 1 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

In the +fund financial statements, governmental fund types
recognize bond premiums and discounts, as well as bond issuance
costs during the current period. The face amount of debt issued
IS reported as other financing sources. Premiums received on
debt 1issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Property Taxes - The Village®s property taxes are levied as an
enforceable lien on property as of December 1. Village taxes are
levied on the following July 1 and are payable without penalty
through September 16. Real property taxes not collected as of
March 1 are turned over to St. Joseph County for collection. The
County advances the Village 100% for delinquent real property
taxes. Collection of delinquent personal property taxes remains
the responsibility of the Village®s treasurer. The Village®s
property taxes levied on July 1 provide the revenue for the
current fiscal year.

The assessed and state equalized taxable value of real and
personal property located in the Village totaled $27,092,291.
The Village®s general operating levy for the year was based on
a millage rate of 11.1065.

Compensated Absences - It is the Village’s policy to not pay for
unused vacation or sick days and not to allow accumulation of
unpaid days. Therefore, no current or long-term liability has
been accrued.

Fund Equity - In the fund statements, reservations of fund
balance represent amounts that are not available for
appropriation or are legally segregated for a specific purpose.
Designations of fund balance represent tentative management plans
that are subject to change.

Use of Estimates - The preparation of financial statements in
conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from
those estimates.
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NOTE 2 -

NOTE 3 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

DEPOSITS AND INVESTMENTS

The Village’s deposits and 1investments are 1included on the
balance sheet under the following classifications:

Primary
Government
Statement of Net Assets:
Cash and investments $ 856,715
Restricted assets 66,573
Total $ 923,288
Deposits and Investments:
Bank deposits (checking accounts and
savings accounts) $ 752,230
Certificates of deposit 171,058
Total $ 923,288
Deposits - The deposits of the Village were reflected in the

accounts of the bank (without recognition of checks written but
not yet cleared or of deposits In transit) at approximately
$1,022,534. Of that amount, approximately $330,000 was covered
by federal depository insurance and $692,534 was uninsured
and uncollateralized.

The Village believes that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to
insure all bank deposits. As a result, the Village evaluates each
financial i1nstitution i1t deposits Village Funds with and assesses
the level of risk of each institution; only those institutions with
an acceptable estimated risk level are used as depositories.

RECEIVABLES

Receivables i1n the governmental activities are 97 percent due
from other governments, 2 percent accounts receivable, and 1
percent accrued interest receivable. Business-type activities
receivables are 100 percent due from customers.

Accounts receivable 1n the governmental activities and the

business-type activities are reported net of an allowance for
uncollectible accounts of -0-.
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NOTE 4 -

VILLAGE OF COLON
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008
INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund receivables and payables consisted of the following at
March 31, 2008:

Fund Receivable Fund Payable

Due from/to other funds

General $ 8,022 Sewer $ 6,971
Motor Pool 1.051

8,022

Sewer 44,073 Water 44,073
Totals $ 52,095 $ 52,095

The Due From/To Other Fund balances resulted from temporary loans
to cover cash short falls iIn a given fund and from a time lag
between the dates that interfund goods and services are provided
or reimbursable expenditures occur, transactions are recorded iIn
the accounting system, and payments between funds are made.

Transfers consisted of the following for the year ended March
31, 2008:

Transfers Transfers
Fund out Fund In
Sewer $ 102,154 Water $ 102,154
Major Street 15,000 Local Street 15,000
Total $ 117,154 $ 117.154

Transfers are used to: (1) move revenues from the fund that is
required to collect them to the fund that is required or allowed
to expend them; (2) the transfer from the major street fund to
the local street fund represents the sharing of gas and weight
tax revenues; and (3) use unrestricted revenues collected In the
general fund to finance various programs accounted for in other
funds iIn accordance with budgetary authorizations.
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NOTE 5 -

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

CAPITAL ASSETS

Capital assets activity for the year ended March 31, 2008, was

as follows:

Balance Balance
April 1, March 31,
2007 Additions Disposals 2008
Primary Government
Governmental activities
Capital assets, not
being depreciated:
Land $ 13,600 $ - - $ 13,600
Capital assets, being
depreciated:
Buildings and
improvements 95,263 - - 95,263
Machinery and
equipment 310,103 - 1,055 309,048
Vehicles 59,437 22,681 21,058 61,060
Subtotal 464,803 22,681 22,113 465,371
Accumullated depreciation
Buildings and
improvements 21,620 1,905 - 23,525
Machinery and
equipment 272,021 15,913 1,055 286,879
Vehicles 53,099 8.161 21,058 40,202
Subtotal 346,740 25,979 22,113 350,606

Net capital assets
being depreciated 118,063

Net capital assets $ 131,663
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VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 5 - CAPITAL ASSETS - Continued
Balance Balance
April 1, Disposals/ March 31,
2007 Additions Transfers 2008

Business-Type activities

Capital assets, not
being depreciated:

Land $ 38,841 $ - $ - $ 38,841
Capital assets, being
depreciated:
Sewage disposal
system 3,111,558 - 10,425 3,101,133
Water supply
system 4,431,858 86,396 117,865 _ 4,400,389
Subtotal 7,543,416 86,396 128,290 7,501,522

Accumullated depreciation

Sewage disposal

system 2,034,273 90,491 10,425 2,114,339
Water supply
system 903,463 186,198 117,865 971,796
Subtotal 2,937,736 276,689 128,290 _ 3,086,135
Net capital assets
being depreciated 4,605,680 4,415,387
Net capital assets $ 4.644,521 $ 4,454,228

Depreciation expense was charged to functions/programs of the
primary government as follows:

Governmental activities: Business-type activities:
General government $ 417 Sanitary Sewer $ 90,491
Public safety 9,504 Water 186,198
Public works 16.058

Total $ 25,979 Total $ 276,689
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VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 6 - LONG-TERM DEBT

Following is a summary of long-term debt transactions for the year
ended March 31, 2008:

Balance Balance
April 1, March 31, Current
2007 Additions Reductions 2008 Portion
Governmental Activities
Note payable $ 24,425 $ - $ 7,754 $ 16,671 $ 8,127
Note payable 63,633 - 1,655 61,978 1.868
88,058 - 9,409 78,649 9,995
Business-Type Activities
Revenue bonds 765,000 - 10,000 755,000 10,000
Revenue bonds 1,433,655 - 85,000 _ 1,348,655 85,000
2,198,655 - 95,000 _ 2.103,655 95,000

Total Primary
Government

Long-Term Debt 2,286,713 $ R 104,409 % 2,182,304 $ 104.995

Long-term debt payables at March 31, 2008, consisted of the
following individual issues:

Governmental Activities

Note payable to bank, yearly payments of
$8,892, including interest at 4.60%,
final payment December 1, 2009, secured
by fire truck $ 16,671

Note payable to bank, monthly payments
of $365 including interest at 4.75%,
until January 11, 2008. Monthly
payments of $451 including interest
at 5.80% after January 11, 2007, final
payment of $54,235 due January 26, 2012,
secured by real estate 61,978

Total Governmental Activities $ 78,649

Business-Type Activities

2000 Water Supply System USA Revenue Bonds
approved in the amount of $805,000,
payable in annual installments of $5,000
t0$45,000 beginning October 1, 2001
through October 1, 2040, interest at
5.125%, payable semi-annually $ 755,000
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VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008
NOTE 6 - LONG-TERM DEBT - Continued
2000 Water Supply System DWRF Revenue Bonds
approved in the amount of $2,085,000,
payable in annual installments of $80,000

to $130,000 beginning April 1, 2004 through
April 1, 2022, interest at 2.5%, payable

semi-annually 1,348,655
Total Business-Type Activities 2,103,655
Total Primary Government Long-Term Debt $ 2,182,304

Debt Service Requirements

The annual requirements to service all debt outstanding as of March
31, 2008, including both principal and interest, are as follows:

Governmental Activities

Principal Interest Total
2009 $ 9,996 $ 4,313 $ 14,309
2010 10,523 3,827 14,350
2011 2,097 3,316 5,413
2012 56.033 2.669 58,702
Total $ 78.649 $ 14,125 $ 92.774

Business-Type Activities

Principal Interest Total

2009 $ 95,000 $ 72,410 $ 167,410
2010 100,000 69,773 169,773
2011 100,000 67,010 167,010
2012 105,000 64,248 169,248
2013 105,000 61,360 166,360
2014-2018 595,000 260,594 855,594
2019-2023 448,655 174,455 623,110
2024-2028 110,000 131,713 241,713
2029-2033 140,000 100,450 240,450
2034-2038 175,000 61,244 236,244
2039-2040 130,000 13.581 143,581

Total $ 2,103,655 $ 1,076,838 $ 3,180,493
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NOTE 7 -

NOTE 8 -

NOTE 9 -

NOTE 10-

VILLAGE OF COLON

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

RISK MANAGEMENT

The Village i1s exposed to various risks of loss related to property
loss, torts, errors and omissions, and employee injuries (workers*
compensation), as well as medical benefits provided to employees.
The Village has purchased commercial insurance for most risks of
loss to which i1t iIs exposed. Settled claims relating to the
commercial 1Insurance have not exceeded the amount of insurance
coverage in any of the past three fiscal years.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The annual budget is prepared by the Village President and adopted
by the Village Council; subsequent amendments are approved by the
Village Council. Unexpended appropriations lapse at year-end;
encumbrances are not included as expenditures. During the current
year, the budget was amended in a legally permissible manner.

The budget has been prepared in accordance with generally accepted
accounting principles.

State statutes provide that a Qlocal unit shall not incur
expenditures in excess of the amount appropriated. The approved
budgets of the Village were adopted on a fund level basis.

During the year ended March 31, 2008, the Village incurred
expenditures in excess of the amounts appropriated at the legal
level of budgetary control as follows:

NONE
RELATED PARTY TRANSACTIONS

The Village purchases fuel, oil, etc. from a service station owned
by the Village President. The total purchases for the year ended
March 31, 2008 were $21,551. At March 31, 2008 accounts payable to
the service station was $2,123.

RETIREMENT PLAN

Effective January 1, 2001, the Village established a defined
contribution retirement plan. Effective January 1, 2006, the
Village changed the retirement plan to a IRC Section 457 Deferred
Compensation Plan. The Plan is administered by Waddell & Reed
Financial Services. All employees are eligible after the second
year of employment. The Village contributes 6 percent of the
employees” compensation for the plan year while the employee is a
participant. For the year ended March 31, 2008, pension expense was
$11,270. The employee contributions were $5,253.
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REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE

VILLAGE OF COLON

GENERAL FUND

YEAR ENDED MARCH 31, 2008

REVENUES
Taxes
Licenses and permits
State grants
Charges for services
Fines and forfeitures
Interest
Other

Total revenues

EXPENDITURES
Legislative
General government
Public safety
Public works
Health and welfare
Recreation and cultural
Debt service

Total expenditures

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

FUND BALANCE - Beginning
of year

FUND BALANCE - End of year

Variance
With
Original Amended Amended
Budget Budget Actual Budget
$ 388,700 $ 391,743 $ 392,880 $ 1,137
8,330 9,921 9,921 -
120,070 123,073 118,601 (4,472)
53,165 59,493 59,427 (66)
5,400 4,289 4,479 190
2,757 4,081 4,073 (8)
2.500 9.485 4,949 (4.536)
580,922 602,085 594,330 (7,755)
21,073 21,927 21,638 289
53,664 51,581 51,828 247)
332,445 323,919 322,415 1,504
110,211 100,995 97,450 3,545
6,864 6,864 6,864 -
3,030 3,094 3,096 2
13,100 14,306 14,306 -
540,387 @ 522.686 517,597 5.089
40,535 79,399 76,733 (2,666)
208,458 208.458 208,458 -

$ 248,993 $ 287.857 $ 285,191 $ (2,666)
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VILLAGE OF COLON

REQUIRED SUPPLEMENTAL INFORMATION
MAJOR STREET FUND
BUDGETARY COMPARISON SCHEDULE
YEAR ENDED MARCH 31, 2008

Variance
with
Original Amended Amended
Budget Budget Actual Budget
REVENUE
State grant $ 66,000 $ 60,500 $ 65,546 $ 5,046
Interest 375 565 565 -
Other 6.800 6.860 6.420 (440)
Total revenues 73,175 67,925 72,531 4,606
EXPENDITURES
Public works 57,009 52,930 52,966 (36)
EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES 16,166 14,995 19,565 4,570
OTHER FINANCING (USES)
Transfer to other funds (15.000) (15.000) (15.000) -
EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES
AND OTHER USES 1,166 (5) 4,565 4,570
FUND BALANCE -
BEGINNING OF YEAR 46,661 46,661 46,661 -
FUND BALANCE -
END OF YEAR $ 47,827 $ 46,656 $ 51.226 $ 4,570
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VILLAGE OF COLON

REQUIRED SUPPLEMENTAL INFORMATION
LOCAL STREET FUND
BUDGETARY COMPARISON SCHEDULE
YEAR ENDED MARCH 31, 2008

Variance
with
Original Amended Amended
Budget Budget Actual Budget
REVENUE
Taxes $ - $ 26,717 $ 26,717 $ -
State grant 32,000 32,000 31,121 (879)
Interest 375 375 138 (237)
Other 4,850 4,850 5,111 261

Total revenues 37,225 63,942 63,087 (855)

EXPENDITURES
Public works 77,114 92,808 91.814 994

EXCESS (DEFICIENCY)OF
REVENUE OVER EXPENDITURES (39,889) (28,866) (28,727) 139

OTHER FINANCING SOURCES
Transfers from other funds 15.000 15.000 15.000 -

EXCESS (DEFICIENCY) OF
REVENUE AND OTHER SOURCES
OVER EXPENDITURES (24,889)  (13,866)  (13,727) 139

FUND BALANCE -
BEGINNING OF YEAR 54,776 54,776 54,776 -

FUND BALANCE -
END OF YEAR $ 29.887 $ 40.910 $ 41,049 $ 139
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INDEERENDENT AUDITOR'S REPORT QN INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AULRIT OF FINANCIAL STATEMENTS FPERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Members of the vVillage Council
village of Colon

We have audited the fimancial statements of the governmental
activitieg, the business-type activities, each major fund, and
the aggregate remaining fund information of the Village of Colon
(the ™“village”), as of and for the year ended ended March 31,
2008, which collectively comprise the Village's basic financial
statements and have issued our report therecn dated July 21,
24308, We conducted our audit in accordance with auditing
standards generally accepted in the United states of America and
the standards applicable to financial audits containsed in
Soverrment Audlting Standards, -ssued by the Comptroller Goneral
ol the Unlted Statsuy.

Internal Conbtrel Over Finangial Beporcing In planning and
performing our audit, we considered tLhe vVillage’ internail

control over financial reperting (internal control} as a basis
for designing our auditing procedures for the purpose of
expregsing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the
Village's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiven=ss
of the Village’s internal control over financial reporting.

Our censideraticon of internal control over financial reporting
was for the limited purpﬁse described in the first paragraph and
would not necessarily identify all deficiencies in internal

ontrol over financial repo Ltlng‘ that might &e siqnifican:
det1~;e1c1@L or material weaknesses. However, as discussed
below, we identifiesd r'E‘Tt-ﬂ\” deficiencies in internal contral
over financial reporting that we conslder to be significant
deticiencies.

A ceontrol deficlency exists when the design cor coperation of =
control does not allow management or employ=es, in the nor
course of perfecrming their assigned functions, te prevent or
detect wmisstatements on a timely basis. A silanificant
deficiency 1s a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s abilicy to
initiate, authorize, record, process, or report financial data
reliably in acceordance with generally accepted accounting
principles such that there is more than a remote likelihood that
a misstatement of the entity’'s financial statements that is more
than inconsequential will not be prevented or detected by the
entity’s internal control over financial reporting. We consider
the deficiencies described below to be significant deficiencies

in internal control  over financial reporting. These
deficiencies are referenced as 2007-1 and 2007-2.

PRl




Finding 2007-1: Management is unable to produce financial statementzs in
accordance with accounting principles generally accepted in the
United States cof America.

Response Due primarily
vailable to
capable of
footnoles in ace

accepted in the T]r ted States of Americs

gative 1mpact on cash funds
, the hiring of accounting personne’
financial statements and
ing principles generaily
13 cost pronibitive.

The Village’s response to the findings identified in ocur audit
described above. We did not audit the Village's response and,
accordingly, we express no opinion on it.

Finding 2007-2: Lack of segregation of duties exists in the accounting function
due to the limited number of accounting persconnel.

Rosponsc: As noted above, due to decreased cash flows of the Village,
management is unable to employ the number of accounting personne!
to attain an adequate separation of duties between -

functicns, accounting funchions and custody

2 Te the ext duties arv

ac ;un;ing aersa to mitigare vluk M ter bal
eni;—'aappropriatian of azsetrs. In addition, tne ¥illage Council

agssumes a higher level of oversight responsibilities o mitrgate
risks relared to this lack of segregation of duties,

The Village’'s response Lo the findings identified 1n our aundit
15 described above.  We dsd net ;aur,iit the village's wonse and,

accordlngly, we express no opinion on 1o,
A materd weakless is a aignifigant deficlency, or combination of significant

deficiencies, that results in more than a remcte likelihood that a nmteL;a
misstatement of the financial statements will not be prevented or detected by the
village's internal control. Cur consideration of the internal control over
financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessgarily identify all deficiencies in rthe
internal control that might be significant deficiencies and, iccordlng;y, wouLld
non necesgarily disclose all significant deficiencies that are also considered to
be material weaknesses Howsver, of the significant deficiencies described above

we consider Finding 2007 1 and FPinding 2007 2 to e a material weakness.

sliance and Cther Mabrers - Ar T
chether Village's ftinancial statements are
rerformed tests of its compliance with certain laws,
contracts, and grant agreements, noncompliance W',l which could have arned
material effect on the determlndrlon of financial statement amounts. Howewer,
providing an opinion on cempliance with those provisions was not an cbliecrive ot
our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed instances of noncompliance or other matters that are required to
be reporred undery Government Auditing Standards. These instances ave referenced
y 2007-4.
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Finding 2007-A:

hilg report
e

The Water Fund Bond Agreement requireg the establishment and
funding levels for the Bond Reserve and the Repair, Replacement
and Improvement Fund. Funding level requirements are 1ot
currently being achieved and the Village is not in compliance
with the Bond Agreement.

Village Management is reviewing the water rale structure to
determine what changes can be made in order to generate the cash
flow needed to fund the Bond Reserve and the Repair, Replacement
and Improvemant Fund.

The Village's response to the findings identified in our audi:
is described above. We did not audit the Village’s response and,
accerdingly, we express no opinion on it

intended sclely for the information and use of the management,
vs within the organization, the Village Ccuncil and federal awarding agenciss

and pass-through entities, and 1s not intended to be and should not be used by
auyone other than these specified parties.

July 21,

2008
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REQUIRED COMMUNICATION TO THE VILLAGE OF COLON
IN ACCORDANCE WITH PROFESSIONAL STANDARDS

July 21, 2008

To the Village Council
Village of Colon, Michigan

We have audited the financial statements of the governmental
activities, the business-type activities, the aggregate discretely
presented component unit, each major fund, and the aggregate
remaining fund information of the Village of Colon for the year ended
March 31, 2008, and have issued our report thereon dated July 21,
2008. Professional standards require that we provide you with the
following information related to our audit.

Qur Responsibility Under U.S. Generally Accepted Auditing
Standards

As stated in our engagement letter dated April 21, 2008, our
responsibility, as described by professional standards, is to express
opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all material
respects, in conformity with U.S. generally accepted accounting
principles. Our audit of the financial statements does not relieve vou
or management of vour responsibilities.

Pianned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing
previously communicated to you in our engagement letter.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate
accounting policies. In accordance with the terms of our
engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The
significant accounting policics used by the Village of Colon are
described in Note 1 to the financial statements. No new accounting
policies werc adopted and the application of existing policies was not
changed during the vear. Wc noted no transactions entered into by
the governmental unit during the year for which there is a lack of
authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in
a different period than when the transaction occurred.



Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from
those expected. There were no sensitive estimates affecting the financial statements.

Disclosures
The disclosures in the financial statements are neutral, consistent, and clear. Certain
financial statement disclosures may be particularly sensitive because of their significance

to financial statement users.

Difficulties Encountered in Performing the Audit

We encountered no difficulties in performing and completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to
the appropriate level of management. Management has corrected all such
misstatements, if any.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
resolved 1o our satisfaction, that could be significant o the financial statements or the
auditor's report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated July 21, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about
auditing and accounting matters, similar to obtaining a "second opinion” on certain
situations. If a consultation involves application of an accounting principle to the
governmental unit's financial statements or a determination of the type of auditor's
opinion that may be expressed on those statements, our professional standards require
the consulting accountant to check with us to determine that the consultant has all the
relevant facts. To our knowledge, there were no such consultations with other
accountants.




Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management cach year prior to retention as the
governmental unit's auditors. However, these discussions occurred in the normal course
of our professional relationship and our responses were not a condition to our retention.

Internal Control Matters

In planning and performing our audit of the financial statements of the Village of Colon,
Michigan for the year ended March 31, 2008, in accordance with auditing standards
generally accepted in the United States of America, we considered its internal control as
a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Village’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Village’s internal control.

Our consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in internal control that we consider to be
significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or a combination of control deficiencies, that adversely affects the entity’s
ability to iniliate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements that is more
than inconsequential will not be prevented or detected by the entity’s internal control.
We consider the following deficiencies to be significant deficiencies in internal control:

The relatively small number of pcople involved in the accounting functions of the Village
makes it difficult to adequately segregate duties. Segregation of accounting duties is a
tundamental method of strengthening internal control. However, in deciding what
internal control procedures should be implemented, the Council must consider the costs
of implementing them and weigh those costs against the benefits to be derived from their
implementation.

All Michigan governments are required to prepare financial statements in accordance
with generally accepted accounting principals (GAAP). This is a responsibility of the
Village’s management. The preparation of financial statements in accordance with GAAP
requires internal controls over both (1) recording, processing, and summarizing
accounting data (i.e., maintaining internal bocoks and records), and (2] reporting
government-wide and fund financial statements, including the related footnotes (i.e.,
external financial reporting}. As is the case with most small and medium-sized entities,
the Village has historically relied on its independent external auditors Lo assist in the
preparation of the government-wide financial statements and footnotes as part of its
e¢xternal financial reporting process.
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Accordingly, the Village’s ability to prepare financial statements in accordance with GAAP
is based, in part, on its reliance on its external auditors, who cannot, by definition, be
considered a part of the government’s intemal controls. This condition was caused by
the Village’s determination that it is more cost effective to outsource the preparation of
its annual financial statements to the auditors than to incur the time and expense of
obtaming the necessary training and expertise required for the Village to perform this
task internally.

A material weakness is a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the Village's internal
control. We believe that the deficiencies described above are material weaknesses.

FhEdkE AR EEAREEX AR

This communication is intended solely for the information and use of management,
Council, and others within the Municipality, and is not intended to be and should not be
used by anyone other than these specified parties.

Sincerely,





